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BY HAND

Ms. Donna R. Searcy

Secretary

Federal Communications Commission
1919 M Street, N. W.

Washington, D. C. 20554 ///

Re: MM Docket No. 92-266,

Dear Ms. Searcy:

The enclosed written communication was made this date to the
Offices of Commissioners Quello, Duggan and Barrett and to the
Offices of the Mass Media Bureau and Office of Plans and Policy.
Kindly associate this correspondence and its enclosures (which
are being provided to you in duplicate) in the Docket file.

Very truly yours,
. J, s E. Meyers

Enclosure
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John C. Hollar, Esq.

Legal Advisor

Office of Commissioner Duggan
Federal Communications Commission
Room 832, Stop Code: 0104

1919 M Street, N.W.

Washington, D.C. 20554

Re: Docket No. 92-266
Encore Media Corporation

Dear John:
Enclosed is a letter that John Sie asked me to deliver to

you. If you have any questions, please let us know.

Ve truly yours,

s E. Meyers
sel for
ENCORE Media Corporation

Enclosure

cc: Mr. Robert Corn-Revere (w/enclosure) (by hand)
Mr. Robert Branson (w/enclosure) (by hand)
Mr. William H. Johnson (w/enclosure) (by hand)
Mr. Robert M. Pepper (w/enclosure) (by hand)
Ms. Florence Setzer (w/enclosure) (by hand)
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John JOMIGE OF THE SECRETARY

Chairman

March 22, 1993 Chief Exacutive Officer
John C. Hollar, E=sq.
Legal Advisor
Office of Commissioner Duggan
Federal Communications Commission
Room 832, 8Stop Code: 0104
1919 M Street, N.W.
Washington, DC 20554

Ra: Docket No. 92-266

Dear John: ;
|

We really appreciated your and the Commissioner’s time and
interest in our concern that a strictly commodity approach to
benchmark par channel rates would be counter to the congressional
intent of unbundling and more consumer choice. We also appreciate
and share any concerns the Commission has about how it could
address the problem without getting involved with the content
issue. We have a recommendation that satisfies legislative
interest, addresses ENCORE’s concern and without getting near to
the issue of content regulation.

Pursuant to the Cable Act of 1992, the cable industry is
moving toward creating "bite-size" tiers which introduces several
newly launched cable services together with a "locomotive® service
such as ENCORE (see attached article Cable World 3/15/93). These
tiegs offer 4-6 channels with a moderaté ratail price between $2.95
to $4.95.

The need for "locomotive" service(s) is to provide "legs" to
increase consumer acceptance of the tier and to permit newer
programming services a chance to develop and grow. This is fully
in compliance with the Congressional intent of the Act to
unbundling and more consumer choice as well as to continue to
fogter the growth of tha U.S. programming community, a national
asset.

ENCORE, a premiuniservica, is not advertising supported. Wea
are much more expensive than cable programming services that are
both advertising and license-fee supported. We believe that most
of the new program services to be launched after the Act, will be:
niche oriented; non-advertising supported; high quality; and have
a cost structure between "basic" and "maxi-pay" services like HBO
and Showtime. They will be used by cable operators as
"locomotives" for more tiers, as the industry moves to a fully a la



138326740598 ENCORE F-4?78 T-415 P-003 MAR 22 ’S3 10:43

A pure commodity \pproach averages all of the existing cable
programming services togethar, including low cost services such as
The Weather cChannel, Nostalgia, VISN/ACTS, etc. This would be
devastating to ENCORE since it will preclude cable operators from
creating successful "bite-size" tiers. The real cost of
"locomotive™ services would far excead the commodity benchmark.

We fully support the current FCC and cable industry’s thinking
of using a benchmark "per channel" scenario to make it simple and
broadly applicable to all systams. We therefore recommend that,
for channels which do not carry advertising like ENCORE, a
multiplier between 2.5 to 3.0 be applied to the banchmark. We
derive the multiple tron the following logic:

According to xagan's Newsletter analysis, the top 10 basic
cable networks derive their revenues on a 60/40 basis, i.e.,
60% from national ;advertising and 40% from license fees paid
by cable operators. Thus without advertigsing revenues, the
license faes would have to be increased 2.5 times to equal the
same revenues for these services. In addition, bacause of the
higher cost to acquire high quality programming, we added
another 0.85.

By using such a ilmultiple, the regulationa would actually
encourage the development of cable programing services with no
advertising, thereby not eroding the only revenue base of the
broadcasters. This would halp in restoring the balance for tha

broadcasting industry that the Act sought to achieve.

Furthermore, the Act specifically provides, among factors used
in establishing the criteria of whether cable programming service
rataes are unreasonable, that the absanca of advortising revenues by
the cable operators and the programming service (which go hand-in-
hand) are considerations which warrant a higher benchmark than
those programming services which carry advertising.

Again, thank you very much for listening to us. We appreciate
any help that you can give us to assure that the desire of ENCORE
to add diversity to the public be not promaturely dashed by a broad
stroke of the FCC rogulatory pen.

st regyrds,

cc: Mr. Robaert Corn-Revere
Mr. Robert Branson
Mr. William H. Johnson
Mr. Robert M. Pepper
Ms. Florence Setzer






